Abstract-The research issues of corporate social responsibility (CSR) have been highly raising scholars' interests in the field of management. This study aims at exploring the intervening variables (social capital) which may mediate the relationship between CSR and CFP. Empirical data were collected from Taiwanese listed firms. According to the analysis of the regression analysis, evidence shows that social capital plays a mediating role on connecting CSR and corporate financial performance (CFP). The mechanism is that CSR first has a positive impact on the social capital and social capital subsequently produces a positive effect on CFP.
I. INTRODUCTION
Corporate Social Responsibility (CSR) became one of the most debated topics in the management field in recent decades. Following western corporate enormous accounting scandal (for example, Enron Corporation bankruptcy at the end of 2001), Foxconn, an OEM company which serves the multi-national enterprises such as Apple and Amazon, experienced 14 suicide cases in 2010. Media and academics invariably pointed Foxconn's militarized management may be one of the important causes of these tragedies. The Foxconn's important strategic partner-Apple had formal response to this event in 2011. It requires its suppliers to comply with the "Apple Supplier Responsibility Progress Report", a more stringent corporate social responsibility standards [1] . Although, the concept of CSR has been proposed decades ago, it is until the 1990s when it got to the practitioners' attention. In recent years, managers begin to concern CSR issues, especially those executives of multinational enterprises and enterprise groups [2] .
The CSR domain has been widely studied among various researchers, and tried to use the individual, companies, and countries of different levels of analysis to explore why the manufacturers are willing to bet on CSR activities. Most of the studies focus on financial returns of engaging CSR activities, e.g. [3] - [6] . To date, the CSR Manuscript received June 1, 2014; revised August 13, 2014. studies indeed help us understand the logics of firms' willing to engage in CSR and its consequence. However, these studies lack detailed discussion on the relationship between CSR and corporate financial performance (CFP). They might be suffering from not only to possible omission of important variables, but also no further to investigations on whether there is an mediating or moderating effects [7] , [8] .
In order to fill the theoretical gap above mentioned, this study attempts to respond to [8] for new studies on relationship between CSR and CFP, and to further explores social capital which can significantly impact the CFP and can provide organizations a ground to engage in CSR activities.
II. LITERATURE REVIEW HYPOTHESES CONSTRUCTION

A. Corporate Social Responsibility
The concept of CSR was originated soon after the Wall Street crash of 1929 when critics on corporate irresponsibility was discussed extensively. Later in academic literature, formal writings on CSR are evident for the first time in Bowen's "Social Responsibilities of the Businessman" in 1953. He expected businesses to produce social goods such as: (1) higher standards of living; (2) widespread economic progress and security; (3) order, justice and freedom, and finally (4) the development of the individual person. In his view, CSR includes responsiveness, stewardship, social audit, corporate citizenship and rudimentary stakeholder theory. As [9] claims, most academics believe that [10] work marks the beginning of the modern period literature on CSR and therefore he can be accepted as the 'Father of Corporate Social Responsibility' [9] .
Since then, the formal CSR concept has been evolving for six decades in response to the emerging structure of the large corporations and their responsibilities beyond their legal and economic interests. First, there was significant formalization of the concept in the literature of the 1960s. The debate during this period was against the opposition of [11] , which argues the only responsibility of managers is to maximize the profits of their owners or shareholders. However, there were numerous critics from various scholars challenging his extremist view. [12] explained that the responsibility of management is not just creating wealth for the business, but for the society too. Following this, the notion of 'voluntarism' was acknowledged by [13] . The early writings of [10] , [12] - [15] indicate that firms and businessmen are expected to look at concerns that are wider than the technical and economic aspects of the organization. Such theories can be considered as the basic foundations of the modern CSR that was refined in later years.
In the 70s and 80s, the number of authors writing on CSR increased rapidly. The definition of CSR made by Committee for Economic Development (CED) in 1971 is considered one of the most important contributions, articulating a triple concentric model of the concept. Later several authors such as [16] developed their frameworks building on this. In response to the CED's separation of economic and the broader social responsibilities across stakeholders, [17] contended that CSR is a firm's response to issues beyond the narrow economic, technical and legal requirements of a firm and therefore it begins where the law ends. The focus of the literature begins to change slowly to more practical applications in this period. Shift in the paradigm of CSR from 'the philosophical and moral obligation' (CSR1) to 'the managerial and organizational action' (CSR2) was later documented by [18] . Late in the 80s number of authors tried to develop tools for assessing CSR by the time [19] provides the basis for stakeholder theory.
The prominent themes that continued to grow and took center stage in the 1990s include corporate social performance (CSP), stakeholder theory, business ethics, sustainability and corporate citizenship. [20] criticizes [16] approach as involving steps and phases of responsibility. Based on the interconnection between the firm and the society, [20] superimposes the responsibility categories of CSR with three levels of analysis and allocates principles to them through her own interpretation. She suggests that the principle of legitimacy becomes effective on the 'institutional' level. From the 'organizational' level, the principle of public responsibility suggests firms will be responsible for their actions. Finally, on the 'individual' level, managers need to be constantly aware of the need to act according to moral points of view.
B. Social Capital
According to Putnam, the concept of social capital refers to features of social organization that create an environment of mutual benefits and coordination. The concept of social capital is broadly defined as an asset that exists in social relations and networks. From a micro perspective many researchers have studied it at individual level, and from a macro perspective it has been studied at community and organization level. In the recent era, the term 'social capital' is highlighted more at the organizational level. [21] describe organizational social capital as a resource reflecting the character of social relations within the firm formed by goal orientation and shared trust. Social capital is broadly categorized as structural social capital and relational social capital. Consequently, the conceptualization of organizational social capital is like a value enhancing system resource.
Many researchers have found that social capital is related to organizational advantage. For example, [22] have identified organizational social capital to be related to organizational performance through building trust. It also has potential benefits for building intellectual capital and innovation in the organization.
There are various ways to operationalize this concept in social science research. The majority of research in the domain of social capital is at the individual level. The motive of research these researches are to identify individual social capital in the society. On the other hand, management studies have adopted this conceptualization at the organizational level by recognizing the benefits of networking, social ties and resources that are inherent in those relationships.
According to [23] , social capital is an asset that consists of network of relationships and their inherent resources and other network structures. This leads to ties among the members of a group, and these ties affect the individual's attitude, sense of support and attachment. Networking serves as social support to the people that affect satisfaction and ease at work through social support.
Another dimension in networking determines trust facilities, communication, information sharing and collaboration. Trustworthy members can provide social and emotional support, resulting in stronger emotional attachment and satisfaction. This dimension is associated with innovative behavior and employees' individual joblevel outcomes.
C. Corporate Financial Performance
Corporate financial performance is the most frequently used variable for a firm's performance in practice and literature. Since engaging in CSR is costly activity, there has been much debate on the relationship between business and society, and the consequence of business responsibility on the firm profitability. Although there are some contrasting findings, many researchers have empirically found that there is a strong positive correlation between firms' financial performance and CSR activities in the long-run. Initially, CSR is in the form of incremental gains to the organization, and later it provides long-term economic development and sustainability in the organization. CSR activities by providing legitimacy and reputation insurance lead to greater confidence among stakeholders and investors in the firm, increasing the financial development of the company.
D. CSR and CFP
There are number of empirical article have examined the relationship between CSR and CFP. We can divide the existing empirical article into three groups according to different views. First group of articles suggest that CSR activities are negative to CFP [24] - [26] . Those early studies considered there was trade-off effect from doing CSR practice. The position of [11] was the most well know for such propose. [11] argued that earning profit for shareholders is the first priority mission to corporations CSR behaviors had negative impact on economic benefits of firms while its numerous costs will reduce shareholders' benefits. Some research proposed opportunism hypothesis. [27] suggested that managers reduce expenditures on social performance to increase short-term profitability and their personal compensation, however, when financial performance is poor, they divert public attention by expenditures on social programs.
The second group of articles finds no significant direction in the link between CSR and corporate finance performance. [28] found no significant relationship between a composite measure of a firm's CSR performance and financial performance. However, using one-year-lag model, they found a significant positive relationship between individual measures of a firm's CSR performance regarding environmental and international activities and financial performance.
However, these studies lack detailed discussion on the relationship between CSR and CFP. They might be suffering from not only to possible omission of important variables, but also no further to investigations on whether there is an mediating or moderating effects [7] , [8] . This study attempts to respond to [8] for new studies on relationship between CSR and CFP, and to further explores social capital which can significantly impact the CFP and can provide organizations a ground to engage in CSR activities
E. CSR and Social Capital
Few studies have been done on the relationship between CSR and social capital. However, the prevalent researchers have found that CSR creates reliable social networks for organizations. Corporate activity that benefits the community generates positive attitudes in the business, thus can be a critical component in economic prosperity and sustainable development. Putnam argues social capital is accumulated through actual human relationship and interactions that initiate and facilitate strong internetwork ties and norms, which then boost cooperation and collective action. The creation of social capital is embedded into any activity in the organization that helps knowledge transfer and innovation. In addition, social capital builds efficiency in creation of new ventures, in community development and CSR.
An employee may use his formal and informal relationships to mobilize resources inside and outside of the company. In such informal networks, employees can volunteer new ideas and opportunities to develop, so that their company can adopt and can capitalize on their social networks to accumulate resources. Such social networking and capitalization can bring the key organizational actors together and utilize their key competencies for collective action.
[29] conducted an empirical research on CSR practices and social capital creation of nonprofit organizations. They concluded that CSR practices adopted as a formal instrument and to implement a multi-stakeholder ownership approach can positively affect social capital creation by maintaining cooperative personal relationships. In another study on theoretical relationship between CSR and social capital, [29] concluded that adoption of explicit CSR can build cognitive social capital by emphasizing on the beliefs and fiduciary duties. Moreover, both CSR and cognitive social capital generate endogenous incentives for the firm to cooperate with weak stakeholders by reciprocal interactions, and therefore they lead to create structural social capital. [30] concludes that the allocation of social responsibility duties to particular personnel can build up a company's expertise and reputation, and generate procedures for handling and prioritizing social responsibility demands. Only this way, companies can contribute to the community and can align these activities with other objectives of the company. This type of social role of business involvement is not for short-term performance, but for long-term relationships to market goals.
[31] concluded that certain human resource practices that are not only directly related to employees' job outcomes but also to the responsible behavior of organization and to the well-being of their employees can play a great role in bonding the human resources of an enterprise to form a cohesive workforce. A prevailing logic on the relationship between human resource development, social capital and organizational productivity in an emotional intelligence perspective is the importance of intangible assets over tangible ones. [31] proposes that the dimensions of CSR are closely linked and reinforce each other to maintain a smooth working environment in organizations through bonding and bridging employee connections, which leads to the creation of social capital.
Hypothesis 1: There is a positive relationship between CSR practices and social capital.
F. Social Capital and CFP
As discussed above, corporate social capital is a concept which is explained by a network of relationships that facilitates resource building and resource development categorized as an intangible asset. [21] studied the relationship between social capital and organizational performance and concluded that social capital to be a strong predictor of firm performance. For decades, for example in the work of [32] , [33] , the relationship between social capital and firm performance has been consistent, and which leads to the conclusion that networking and its related resources are an important contribution to the economic performance of a firm.
Hypothesis 2: There is a positive relationship between social capital and corporate financial performance.
G. CSR, Social Capital, and CFP
A strong emphasis on the value of intangible resources for increased organizational performance has been established for a long time. The RBV of organizations argues that variation in the heterogeneity of organizations resources can affect the performance of organization. In the modern world, due to new technological innovations, information creation and knowledge sharing are becoming more powerful tools to run a business. Although we cannot negate the importance of physical facilities, the intangible facilities are coming to the forefront.
According to [31] , social responsibility activities with internal and external stakeholders help an organization build certain intangible resources to the organization, such as social capital. Moreover, researchers explored a strong link between strategic management of human resources to social capital creation, which is made possible through responsible behavior toward employees. Similarly, many researchers have concluded that good reputations and an increased legitimacy as a result of a responsible citizenship behavior of a firm are an important intangible resource for an organization, which can increase organizational productivity.
Hypothesis 3: Social capital will mediate the relationship between CSR and corporate financial performance.
III. METHODOLOGY
A. Samples
This research selectively focused on the companies that are engaged in CSR activities in Taiwan Corporate governance mainly gauges the independence of the board of directors and a company's transparency. Corporate commitment considers a company's commitment to consumers, and how it nurtures and treats its employees, and its commitment to innovation and R&D. Community involvement measures whether a company has taken a long-term interest in a specific issue and made an impact in that area. Environmental protection involves whether a company has tangible goals and strategies to protect the environment and save energy.
Based on the previous rankings of CommonWealth Magazine Top 50 Corporate Citizens, the researcher initially suggests (or adopted) the matched sample technique. The CSR firms are coded as "1", and NON-CSR firms are coded as "0".
2) Independent variables Various corporate financial performance measurements have been used in previous corporate social responsibility-corporate financial performance studies. Accounting-based and stock-market-based measurements are the most common approaches. Both measures focus on different aspects of financial performance, and both are subject to particular biases. Accounting-based measures focus only on the historical aspects of firm performance [34] . Stock-market-based measures have some advantages over accounting-based measures. They are less susceptible to differential accounting rules and managerial manipulation, and stock price can represent investors' evaluations for firm's ability to generate future economic earnings rather than historical record [35] .
Following the works of [36] , Return on Assets (ROA) and Tobin's Q were used separately to measure a corporate financial performance. Data on accountingbased and stock-market-based measures of firm performance, and risk were obtained from the TEJ database for the years 2009-2013.
3) Mediating variable
About the social capital mean through the network to obtained a lot of resources [37] . Some scholar regard the interlocking directorates as "relation" of comprise social network [38] . The companies can share resources and exchange information through this "relation". Therefore, this study uses the interlocking directorates to measure social capital.
We followed [39] for operationalizing social capital by using four variables to measure the extent of the board of directors' links. The first is the total number of member of the board of directors who also serves as directors of other companies at the same time. The second is the total number of member of the board of directors who also works in other companies at the same time. The third is the total number of members of the board of directors who also serves as directors of other companies in other industry at the same time. The fourth is the total number of member of the board of directors who also has companies in other industry at the same time. In this study, we used exploratory factor analysis for these four variables to obtain a proxy variable [40] , [41] . We got factor scores of proxy variable for the social capital, which has the eigenvalues of 3.887, and its cumulative variance explained is 97.163%.
4) Control variables
Previous studies found that size, risk, industry, and sales growth rate to be important factors that affect both CSR and CFP [42] . All of these variables are included in this study as control variables. The studies on social capital and firm performance often includes firm's age and firm size as control variables [43] . There is evidence that smaller firms may not exhibit as much socially
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©2015 Engineering and Technology Publishing responsible behaviors as do larger firms. We measured firm size as the natural logarithmic transformation of the number of full-time employees [44] . As a proxy for the riskiness of a firm, we used the total debt to total assets ratio. The sales growth rate measures the rate of change in sales from period to period. Generally, sales growth should be considered within the context of industry conditions and trends.
IV. RESULTS
A. Descriptive Analysis
The descriptive statistics for all the variables included in this study are shown in Table I . There is a relative high correlation between social capital and the other independent and dependent variables. On the other hand, firm size, debt to total assets ratio, and rate of change in sale are significantly correlated to independent, dependent and moderating variables. Thus the result of correlation analysis verifies that it is necessary to control the effect of these variables in this study. 
B. Exams of Hypothesis
This study employs regression analysis to test the hypotheses. In this regression, the effect of industrial, age, firm size, debt to total assets ratio, and rate of change in sale are the control variables. Firstly, this study exams the relations between CSR and social capital. The analysis results are displayed in Table II . The pressures from CSR ( β=0.591; P<0.05) has significant positive impact on social capital. The empirical results support H1. This implies that the CSR creates reliable social networks for organizations. Secondly, this study exams the relationship between social capital and corporate financial performance.
Considering the effect of CSR to corporate financial performance may be deferred, thus, this study considers adopting 1 year-lag model to examine the relationship between social capital and corporate financial performance. The analysis result in Table Ш shows that only Tobin's Q (β=0.392; P<0.05) has significant impact on firm performance. The ROA (β=-0.167; P=0.084) is not significantly related to social capital. Social capital has significant and positive effects on Tobin's Q, not on ROA. The empirical results partially support H2.
In order to investigate if social capital mediates the effect of CSR on corporate financial performance, this study adopts CSR and social capital as predictors of corporate financial performance by conducting hierarchical regression. The mediating analysis is presented in Table Ⅵ . The analysis result indicates that CSR ( β =0.244; P<0.05) significantly impacts firm performance. This implies that the CSR creates reliable short-term firm performance. However, Tobin's Q (β =-0.167; P=0.084) does not significantly impact on firm performance, which suggests that the pressure from CSR cannot lead to better long-term firm performance. On the other hand, the social capital also affects CSR by improving its long-term corporate financial performance (t for Sobel test =2.996, p＜0.05). Thus it indicates that social capital is the complete mediator between CSR and corporate financial performance. In today's highly competitive global business market, how to building the sustainable competitive is the important issue. The study shows using its CSR activities for development of intangible resources considered indispensable for a sustained competitive advantage position in today's highly competitive business environment, because CSR can contribute to building organizational-level social capital, which can serve as a useful resource to develop sustained competitive advantage for organizations.
CSR creates reliable social networks for organizations and social capacity [45] . Corporate activity that benefits the community can increase the level of social participation and generate positive attitudes in the business, and can be a critical component in economic prosperity and sustainable development. And CSR can let company has a good reputational, it can facilitate strong network ties and norms, which boost cooperation and collective action. The network of relationship can be developed consciously by the people and also by other social activities [23] . The value of intangible resources for increased organizational performance. The RBV of organizations attribute that variation in the heterogeneity of organizations resources can expedite the performance of organization [46] .
B. Management Implications
Although CSR domain is widely investigated by many scholars, the strategic use of CSR activities has been less explored. Both of business strategy and philosophy of managers are the critical factors to affect the adoption of CSR. And researchers haven't established that how CSR can bring strategic outcomes for the company.
This research would add to the knowledge and understanding of the area of CSR, particularly the importance of building social capital for company. Especially, the study focuses on investigating the strategy that CSR activities would play in yielding better company performance or profitability through development of intangible company resources (social capital).
In today's highly dynamic business landscape, where managers are finding it hard to achieve and sustain a competitive advantage, the results of the study can certainly work as a major guiding force on their way to success in a world increasingly becoming complex and competitive with every other day. This study has explained how CSR activities can help company to develop intangible resources and have better company outcomes. The results would contribute to the literature of strategic management.
C. Limitations and Directions for Future Research
Limitations of this study should be recognized. First, in this study, the samples are limited to Taiwan's hightechnology and traditional manufacturing company of Common Wealth Magazine Top 50 excellence in corporate social responsibility. Hence, conclusions of the present study cannot be generalized to the manufacturers investing in other developing countries. Additionally, owing to every industry has different ways of CSR implementation and environmental characteristics, there might have different empirical results. Researcher could develop a better research model to investigate use the social capital variable and environmental variables in relation to the CSR and CFP. Many previous studies which are on CSR adopt financial performance. We strongly suggest future studies could investigate those effects of these activities based on sound theoretical foundations that might be built up through qualitative studies.
